

Goman Minister of Economics Professor Dr. Lufrrlg £rhara paid a four day visit 
to Co.'lon on October 31 to Noveaber 3* In addition to a bit «f relaxation and sight- 
* ^eing, he had discussions with the Governor-General, the Pni* Minister, nrafcer* of 
t»* Cabinet and the National Planing Council* Aeonrdlng to a aaaber ol the German 
Lv.etion, his primary purpose .*as to repay a visit to Gernuay made hy Sir Jo u< 
KCV^LhaALA several years ago* He also wanted to gain eons iL^ressi ns of the 
economic situation in the country, without actually ©esmdttin*, hlao^lf cm anything 
specific. Apparently he was able co achieve this objective, judjlt^ fro* th tone 
of his prose Interview upon departure. In which he stated Ceylon .« .. politic lly 
"•'estless". 



One interesting conversation, as related by a, —h e r o-* IU. ^rnan lur it ion, 
occurred between Dr* £rhard and Ceylon Minister of Pood and ngri culture ihlUp 
GUl.AiAPJllM* The latter informed Ur, fi rhard that Ceylon diJ noi »*nt an. ] ivat* 
foreign ir.restneut fro* the "capitalist" countries. To this Mr, fartaix: replied that 
hs was glad, because he was not * reared to reoonsod to any Gera*. ixmsto s that 
they bring Lhelr money here* 

In his departing interview with the press. Dr* orh&rd stat-al tiiat he : ad the 
lqprest4oh that uhe basic eoonouio and social conditions of C<ylgn wen< vod, md 
th* country also had a potential of resources. Despite these advantage:,, Ceylon 
was toaay the most politically "restless" country he had visited on his tour of 
Aala, he said. There seemed to be an argument as to which path Ceylon should follow 
fer economic development, the .estem or the Oo — uni st. Dr. ^ rhard declare i. He 
warned that all the oountrles of Asia were in danger of overindulging in »» tionaliaa, 
and this could lead to 0 recti on of economic barriers which would retard th- develop- 
nent of the area* The real need of the Asian oountrles is for large aix> r.ts of 
capital in a short tin*, which oould not cobs only fro* domestic sources, s Od 
Dr* Erhard, In answer to a question, he indleated the private German Ir .-.^tors 
would br reluctant to cone to Ceylon, because the political situation v as unstable 
and because the Ceylonese have not yet resolved the problem of how the; ar^ going 
to bring about eoaooalc development* Dr* Arhard added that in addition h; wculd 
expect semi kind of an investment guarantee agreement to be signed between the two 
goverasents before Investment took place, (enclosure 1) 




Dr. Erhard's com— ts on Ceylon's political state evoked sufficient reaction 
prompt the Minister of the German Legation to issue a press statement on the 
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j following day which «u supposed to clarify Erhard’s allusions. He stated that 
i *11 was not Professor &rhard v e intention in any way to suggest that there was I 
any lack of stability In the Goveram ant of Ceylon.” According to thlo 
oorr*etlon, what Dr* Erhard had Intended to state wjs that Ceylon had % great 
epoiwodc potential sad that In order to utilise It, "the political position 
had to be consolidated." This clarification by the Gsr— n Minister nay here 
been due to the fact that reportedly he was called In by the Prise Minister, 
who declared that this Erhard statement had endangered Ceylon-German relatione* 

The German Minister replied that he had always understood that the Fries 
Minister believed in the "Kiddle way" la polities, that Shard's statenent had 
taken that into aeoount, and that nothing unduly critical of Ceylon 1 a political 
.Lu&tlon was intended. The Prise Minister is alleged to have been satisfied 
with this explanation. 

The newspaper editorialised about the arhard visit* The strongly anti* 
Government O bss i Ts i declared that during his visit to Ceylon Dr* firhard had 
"observed keenly and has wpokm clearly about the Csyloaoae scene*" The 
editorial stated that it was In collets agree— nt with Dr* J&sfcard'e basic 
thesis that this count 17 had basic eoonoedc resources which tftould be developed, 
and that It needed —tslds capital to de as* "But as long as the Government la 
unable to restore a semblance of political stability all the guarantees In the 
world will not attract even the nest adventurous Investor to this country*" 

The Tins a editorial was oonaiaerebly nlldar, pointing out that if the G overn— t 
chose to industrialise fay depending only on Its own resources, then "the process 
would entail rigorous regi— ntatlcn and the sacrifice of even the present standard 
of living*" The reooaneadatlco node by this editorial was that Ccyl— would be 
better advised to get foreign assistance, both private and govern— —t el* However, 
this Govern— nt, cannot sake up Its Mind about which policy to follow, the 
editorial concluded. 

Dr* arfcard’s statement has been the subject of oenalderahle private co—wnt, 
both Ceylonese and foreign The Minister af Co— res is reported to have been 
very critical, a reaction presunably shared fay other Ministers. Tbs Permanent 
Secretary of the Ministry of External Affairs Is quoted as personally agreeing 
fully with Dr* Krhard as are several high-ranking Military officers* 



Within the western diplomatic oomeunlty, it appears that there is unanimous 
that a frank statement of this nature was overdue, and that Dr* drfeard, 
f hie personal prestige and the abecnoe of substantial German interests 
In Csylen, was admirably suited to make it* However It is felt that references, 
such as the one to Csylen as "the nest resile— of all countries • • • in Asia" 
w— net fully defensible, would cause undue Ceylonese irritation and probably 
detracted from the desired effect* 

COJjMgHTt Sven though he spent two days resting In Kanc^y, the German 
oooncnlos Minister had economic dis c u s sions with most of the prominent Government 
officials, end in his news oonferenee, he spoke in a rather blunt and effective 
maimer about possible German-Cay Ion privets invest— at* This latter blunt 
approach. It la understood. Is advocated fay the German Minister of Ceylon, who 
neverthlees exp reeved hi— elf privately as fearful of Ceylon Goveramnt reaction 
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